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• EXECUTIVE\ SUMMARY'^ 

• • At the April 2, l^SS^meet'ing' p€ the Commissidn on Postsecondary 

Education, staff were requested to.invest>gate the feasibility of 
, awarding a-single annua V app^6pr.i at ion for the .operating budg;9t to the . " 
University of Alaska. There has been a substantial decrease .in . the' 
number of appropriations to the Un-iversity in, recent -years>' Ttxe 
Un iver s ity rece i ved 68 . appropfri at rpfis f or i fs oiTer at i ng buaget i n -FY 19 78 
and by FY 1983, th,e number of ap^opriations had been reduced to five. 

Presently ^there are twa methods for transferring funds among • 
appropri-ations.' The University "can request the Governor and the ' 
Legislature to shift moaies from one appropriat ion' to another. .'Also, - 
some appropriations are awarded showing a <:lear ■ intent for distributing 
monies to Various other appropriations. ' ^ ' /' , * 

^ The fJurposes of "this inquiry are 1) to examine 'the appropr-i atio'n 
.processes of Other similar institutions in^th.e countr^^ Z) \o survey the 
literature" and opinions of practitioners. concerning the advantages and ' 
disadvantages of a s ingle^ appropri ation versus several appropriations; 
and 3) to. expl ore' and present the major points of view that cevblve' 
aroand this issue. . ' . ' ' '.' j/ ■ ' 

'Th-e methodoTogy for this 'investigation .included a literature search 

and a survey. of the directors of the fiscal 'services divisions of each of 

- •■ . * ■ 

the 49 state -legislatures. Also, a- telephone survey was. conducted to' 

other public, multicampus institut ions whose brganiza'tional 'stt^ucture: was 

similar tq- the University, of Alaska. Twenty-four peer' institutions wet=e 

identified and included' in this study.. Of the 25 systems surveyed, 

including Alaska,, nine r^eceive' funds for their operating^ bud^t through a 



single ap^propriation'. the only variables that _were identified relating 
to. whether or not an .institution repeivetf a single appropriation were )he 
, land grant status of the institution -and the unique political and 
socToeconomic circumstarKes of'the state in which 'it resided ' . 

The literature review and suggestions' from the fisca.l anVtysts of the 
^ \7arious states provided several viewpc/ints which related to six basic 
■issues: -orga^iizational' flexibi 1 ity, depol iticizing c/f the funding " 
process, accountability, eff i c i ency , "le-gi s 1 at i v,e oversight and 
^inderstanding, and increased funding. / 

-Altnougn this report focuses upon .the appropriation process, the 
fundamental issue. is that the University is chaHged with providing.-high • 
• qual ity- education and majntatning good, stewardship of its fiscal 
resources. The legislative. body, which represents the will of the 
people, has -the responsibi lity to. see that public funds are expended 
consistent with publ ic pol icy. Thus, the awarding o"f a single 
appropriation to the University requires at Ifeast five conditions to • 
exist; J,)- a c l^ear/ini ss i on and goals statement for each campus; 2) widely 
accepted princfples and procedures for budgetarj' deci sions 'thaf are 
re fat i'vel-r routine and .essenti al to the ongoi'ng enterprise (these include 

I r 

allocation of staff, the adefilign and deletioin of new programs-, etc.)- 3) 
an accurate and comprehensive data b.ase wfiich^ provides the essential 
information for .informed decisionmaking; 4) a:rigorous performance audit- 
mechanism; and 5j an annual financiaUpost a,udit.- . . ' 
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- The Commission therefore recommends' the fol lowing- ■ 

■ • .... . ■ • ■ ■ N ^ ' , . 

/ it 

RECOMMENDATION 1 . THE UNIVERSITY- SHOULD CONTINUE TO IMPROVE ITS - 
MANAGEMENT PRDCEDURES ■CONSISTENT WITH J^E FIVE CRITERIA SET FORTH IN THIS 
DOCUMENTn " .. ■ 



• RECOMMEND-ATION 2 . AT SUCh' TIM£ AS THE UN.IVERSlTY SATISFIES 'THE r 
MA-RAGEMENT CRITERIA, THf LE G I SLATL/RE SHOULD TAKE APPROPRIATE ACTIOn'fOR 
AWARDING.'THE UNIVERSITY a SINGLE ^APPROPRIATION. THE DETERMINATION THAT ' 
THE UNIVERSITY HAS SATISFACTORILY MET TH£ CRITERIA SHOULD BE JOINTLY -MADE 
6Y A COMMITTEE MADE UP OF MEMBERS OF THE BOARD OF REGENTS THE ■ ' 
LEGISLATIVE BUDGET AND AUDIT COMMITTEE*, AND THE COMM^SION ON 
POSTSECONDARV EDUCATION. ' ■ ' - ' • ■ 



♦ 



REC OMMENDA TION^. BEGINNING FY 1984,- THE LEGISLATURE' SHOULD MAKE 
PROVISION FOR THE UNIVERSITY TO TRANSFEl^ UP TO FIVE PERCEp_OF ANY GIVEN 
APPROPRIAJIQN WITHOUT PRIOR AP^PROVAL BY THE.. GOVERNOR AND THE' LEGISLATIVE ^ 
BUDGET AND AUDIT COMMITTEE. THI^"- WOULD REQUIRE EITHER NEW* LEGISLATION" OR 
:aM£ND1WG as 37.07.080 (e). ' 



< 
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At the AprM 2', 198? me^|^ of tjk-.^immis^^.qn Postseqondary 

Education,- staff were requd"sted'to rnW^tigate the fe*?Tt3.i 1 ity, • 

aclvantages and disadvantages of . ctwardin^^ 9^1,e^r^n!u^ 

foF the operating budget to the UnaVer^tyJA)f.^la^a. For fV '1983, the 

-University received five appropr iatio-nly^f at^ferTda Adjiiin the 

Fairbanks campu's-, the Anchoraqe-'tampa§7' tW. ditfie^*-cajflb{f% and the ' 

Division of Community Colleges,' RuV.a] ^JEducrtii^^J^d/'b^^ens i-on . According 

^ to AS 37,07;080 ("e),. the Unwer'sit^^-'/^Vpro^ib^it^d f'^^ the » 

appropriated funds among, the separate s&'ampuse^, I'^^eV 

organizational 'fle-xibi 1 ity to some degr^', -^'-^ ' ' • 

\ There fi^as been a substantial decrease in tfe- number of appropriation^ 

■ to ^he University in recent years. ^For instance, for FY'*1978.the 

University received 58 appropriations for its operating budget. That 

number wa^ reduced vto 24 appr.opri ations: f or FY, 1981 and .was- further"' 

reduce' to 14 for FY- 1982. Moreover, the Governor has supported a single 

appropriation fo-r t^he Usiiversity in recent years. 

There yire e^ssentially two methods for transferring funds among 
^ » \ ^ 

appropriations. First; the Un^i verii ty ^an request the' Governor and the 
Legislature to^ shift monies^from one appropriation to anpther. Secondly, 
•some appropriations are awarded showing a .(slear o'nteht -for distributing 
'monies^ t-o various other apr)ropri at ions . A'common example of this* would 
be salary increase , monies. ' ■ ^ . ■ 

There is another method wheceby moni^es sh'ift from one appropr j at ion ■ 
to another. Under ^th^ Reimbursable Services Agreement Lontract,. one ^ 
campus can pay j'or . goods or services rendered from another cam^pus. 
Technically, however, this is not *'con^ dered a transfer of funds-. 
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The^fliajor thrusts of this investigation -are 1 ) to exaniine the '. 
appropriatioi, processes oPother. simi 1ar institutions in ihe .country ? 2} 
\o-^rvey the 1 itsrature opinions'of pract iti6ners concerning the ' 
^advantages. and disadvantages of a ^ingle appropri ation- v.^rsus" sever^al 
appropriations; and 3)' to ?xp/ore and preservt the major ; points of view 
that revolve around this issu'e., / ''^ - . 



directors of 
1 egi s 1 atures 



METHODOLOGY 

Complementing, a literature search^'by st'aff, a letter was" sent to- the 

the fiscal services divisions' of each of the n9 state 

The directors were asked .to share information they might 
■ I > / . . 
have on the ^ut?ject of single appropr i at i ons 'and' to suggest • any research' 

' ♦ ' 7. ■ 

that might be of value. .Alsow a tel ephone .survey' was conducted of other 

■ ■ ' ' " - ■ ■ > 

publ ic "mul ticampus institutions" whose organizational ■ structures are 

similar to that of .the Universi^ty of, Alaska. Twenty-foor peer 

institutions were^ identified in the Educational Directory, 'Colleges and 
. Universities, 1980-81; published- by the National Center .of Education 

Statisics. " ^ ■ : . 

A mu-lticampus institution i5 defined in '..he Di'rectory as "an 

organization bearing resemblance to art i nst i ^.utional system', but 

unequivocally designated as a^si.'nle inst1 :,ution "wi th either of 

oh-ganizational structures.: 1) an ■ institution having two or more campuses 
-responsible to a central administration (which central administration may 

or may not be located' on one of the aclministrati vely equal camp^jses) or 
) an institution having a main campus with one or more branch ca mpuses 

attached to it." .In ev^ case, the chief executive officer of the . 

^. and-the individual cinef executive officer^ o/ the ca ipuses /e 

the title of president and; or chancellort 

Tae defi'nition of a multicampus system does not contai-n the necessary 
pr^ecision to withstand disagreement! among i nformed people coricerning 
which institutions should be included in the universe'. The reader 
shcju'iri, therefore, consider the institutions in tin's study to be highly 
representative of mul ticampus institutions, but not an exhaustive list. 



• RESULTS ANQ ANALYSIS * " * 

• ■ ' • . *. • 

At the outset 'it is important; to define wh^t is meanf by a single 
lumf» sum appropriation to a^gpverniflg board by p.araphras ing ^a statement 
^ from the Oklahoma Const'i tutienfrthe appropr i ations made by' the * • 
• legislatu/e for all institutions shall^be made in consol i dated form ' * 
without reference to any particular institution, and the Board of Regents 
- shall al locate- to eactr tnstnutVon acco^ing to its needs and. functions. ' 
Table 1 illustrates 1) which multic^nipus systems of higher eduration 
-receivt? a si^gle^appro'pri ation "or move than one appropriation, 2) if 
'their budget. requestMs based upon an enrollment-driven formula, 3) their' 
Tall 1980 F,T£ enrollment, and 4) if a^ "least one campus of the University 
has b£en_ designated ^as l_a(id grant. - Of the -25 -s^s^ems- surveyed , including 

• Alaska, nine receive funds'for their operating budget, through a single- 
appropriation. • . ■ . ' • •* ■ ■ • 

_ A point of clarification is in order here" " Tha focus -Qf this study. . 
is the determination of organizational f leiibi 1 1 ty as it relates to ttie 
^ ability of the univer^sity to transfer funds among campu^' Of the ni.ne' 
. institutions which 'are identified as receiving a single appropriation, ' 
-some may have minimal restrictions and. yet £njoy\he effect, of one ' . ' 
appropriation; For instance, the governing board of the^Uni versify of-! ^ 

• Maryland rece^i ves^everal apprapri at i ons yet^s the authori ty to make . 
transfers of ah\ amount and request approval afterwaiXi;- Since., 
traditionally, the approval 'process .has been nothing moVe than a rubber 
st-p, .the- Un.n'ersTty of Maryland is included -in ■ the_ grgup receil-.n^g a . 
single appropriation. . * • . . ' ' ' ■ . " 
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. ^™iE0«TERISTICS'0F .25 MULT1CAMPUSUNIVERSIT ' 
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U of. Alabama " 

of Alaska •; 

I) of Arkans'a$' ,/ 

0 of California ' 
I) ,af' Colorado • ^ 

U»of Hawaii 
11 of Illinois .' 
Indiana U . • / 
LouiS'i ana. State U 
U, of Maine 
U of Maryland , 
U of Ma^saetrttsetts- 
U of Michigan 
U of Minnesota 
U ;of Missoufi 
J of Nebraska 
J of Nevada 
li of NewJarapshire 

Rutgers U- 
(New Jersey) 
State U of New York 
J of North Carolina 
J of South Carolina 
.U of Tennessee ' 
J of Texas ' 
U of Wisconsin- » 



16,159 
- 9,629 
' • 27',239, 
136,432' 
30,778 

' 33,2813* 
54,569- 

'38,174 
}1,430 
15,311 
44,860: 

,30,209 
40,365' 



32;937 

13,713' 

16,906 

37,503" 

154,496*' 
^> 42,648 
28,254' 
37,934 



129,863 
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.-■COMMENTS 



Single appVop; init.i'ated 1980 aod only. includes 
state fun,ds. ■ 

Single. appropriation was used until 1971.; 



Single ^appropriation 




used untii 1971. 



Salary increase funds can be distributee amonq 
campuses. . . ' . 



Trend is toward gi^eater detail in approp. process. 



j National Center for. EduGdtional Statistics Data.' ' « ) 




[nil Single' Appropriation 

Several Appropriations 
I I States Without Multicampus Systems 



FIGURE 1 
APPROPRIATION PROCESSES OF 
MULTICAMPUS SYSTEMS ' 
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. 0 Single' Appropriation 
Several Appropriations 
□ States WitiiQut Multi campus Systems 
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APPROPRIATION Processes of 

MULTIGAMPOS SYSTEMS 
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. , ^ \ ^fcif 1 Heratikre -review and sugftesJ:ions from the f fscal' analysts' of the 
. \ - various, states. provided several" viewpoint^. .;Th^ f o\lowj-ng djs'cuss.ioTi' ■ [ 
;.wiri -sumniarize, without ed-^orial cWnt. thpse v.iewpoints by- relating - 
them to six bas.ic issues : organizational- fle^'bility, depol iticizing of 
the-- funding process, accountability, efficiency, Iggislat'ive oversight. 
and understanding, and increased funding/ It must be. emphasized that' no ' 
- attempt was made to delete or modify a viewpoint just because it seemed 
inappropriate' to the author. .. ' • 

Organizational Flexibility A single appropriation to the University 
. would provide greater flexibility in meet^ig unanticipated shifts in 
e/irollmen1^ar^eeds -than^a process that includes several • 
appropriatioll/jMoreover, a single appropriation could he"lp to expedite 
. ^ statewide coordination of academic 'programs and actjvitii 
•.■ ■• Articulate proponents- for ^a 's ingl e appropriation to a multi]ampus 
university a're Eugene .C. Yee and Frank M/ Bowen. In their"^t^ 
concerning^ mult i campus universities, it is emphasized 'that oVganizational 
flexibility is critical: They assert: "The system executive and the 
governing board can view th^ system budget as a whole. "Although 
exercised infrequently andwith discretion, their power to make . 
, adjustments- among' campuses anJ programs .wi thout approval of Governor or, 
legislative committee' is an- essential instrument of untversity 
gQvernance."\ During a brief telephone conversation with the author of 
- the report, Frank Bowen emphasized that there .should be flexibility ' ' 
between- campuses at least at the margins. Even a small percentage would 



\ ^1"^^"^ r' ^^^^^nd ■^'"^'^k M. Bowen, The Multicampus Uni versity 
(New York: McGraw Hill Book Company, 197 1), .p. 254. 
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.^uffioe/. Allowing a'margiji of; say,. "5 perce'nt/of a 'campus 'appropri atitDn 
Xo be .transferred would" make 'a-B difference* in prt)viiilng management . . 
, flexUDi Lity ta the^ Uni-versity, . : / % 
Depoti tictzing the Futidi ng^ Process"^ .A c^atral ized^ dettsionfnak'ing process 
may be ^the only sure approach to" imijlemfent policy -and depol iticize ' 
-funding by having the funding control rfe^side within the governing board". 
The over^l V education.al goals , of the state be addressed and the : 
possibility of budget deci-sions being based on non-educat i'onal issues 

could- be lessened.'^ It was pointed out, however, that it is crucial that 

• > . ' ■ '■ ■ . 

the missi6n of each individual campus be articulated. with" a high degree 

«■ ■ ■ • 

of specificity to .enhance the undefeSt-anding (^f the Governor's off-ice and 

the^legislatu-re. ' Also, there is an inherent assumptwn 'that indi^iduar 

board members will maRe decisions based upon the educational ^e^ds of the 

.efitire syst^, and not upon Jthe needs of the area -in which they reside. 

Jh,e val idi ty of this assumption 'has been questioned.' ' • 

Accourit^i 1 ity Awarding an appropriation to each individual campus,' 

rather than a single^i^appropriation to the university as a wjiole', provides 

a structured- mechanism for accountability. The l.egi si ature* and others:'"' ' 

have the ability tQ^^^rmine- h^ow much money^eich'' col 1 ege^ or university 

is to receive, -^egislators work very di 1 i gently " to" make sure that a 

campus in their district receives its fair share gf-avaijable monies and 

consolidating -appropriations would make it more difficult for the 

legislature and the general public to see where the money has been spent. 
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• If was'' notM 'tHait a single appropri'ation may not reduce the .| 
.legislative role, significantly, and, in actual ^practice, the /effec^t. may, 
bre more apparent than real. Often, 'legislative expectations concerning - 
the allocation5.within a- single" arjiprofDri at ^on^ wi 1 1 strongly ' di^termine 'how 
the funds are' expanded by. the governing bo.ard. Alsa, the budgetary * 
request* process itself can 'severely limit th& ability of the governing 
board to shilft monies among campuses . The budget documents and testimony 
before various- legislative committees serve to elucidate commitments ta:/' 
campuses; not ^honoring these commitments could result'in d-ire political 
consequences. . : | ' " . * , 

^ . ,An important factor in transferring flexibility and authority to the 
governing board would be the use of systemwid^ parameters in \he 
legislative^budget review process or .a structured process t)f performance 
audits. It was >sug.gested that expenditure's, not appropricitio^ns, .are the 
primary'activity upon which to focus. ^ /. 

Efficiency A single appropriation based upon established guidel ines -for 
new positions, etc., majf reduce the amount of ^time spent for committee 
hearings, committee work sessions and floor debate bj/ the legislature, - 
It is assumed that the governing bbard would provide the necessary^ 
deliberation for an appropriate allocation of resou^c^s based upon the 
educational needs of the state. Again, it was strongly emphasized that 
the establishment of reasonable gdals apd objectives for individual 
institutions as well as a system as a whole'was crucial. Unless there is 
a way t'o measure the value derived in terms of services and goods 
produced, i,t i di f f i,cu 1 1 to budget a reasonable figure for the 
operations of a system. * ' * - - 

• • . ■ ■ ' " ■■ ' ■ 



<13- 

19 



Legislati-ve Oversight -ana Understanding There is a 'desire' on the part of 
, eletted officials^ to have a- better understandi;ig oV the operations of the 
■ univer|<ty system arid its components . ' Awarding- sev,eral;_^appropriations to 
the indi.viydaal .campuses* al lows 'the off i-cials' t^' enhance their 'kn.OwLedgfe. 
of the uhiv'ersity;s activities'. - Moreover',"' it provides a c'onvenient ' 
.mechanism for legis-lative oversight because it is rel at ively. easy to ' 
determine where monies' are being spent. ' 
Increased funding There are- two schoo.ls of thought here. One .sohool 
suggests that the university system would have received more funds^had it 
•received a single appropriation. The other school maintcrins that >.several 
appropriations would equal more than a single lump sum! The data 
available for. this report are not sufficient to either prove or disprove 



4 

either contention 



• Before ending this s,ectipn, it is interesting to note that reference 
was m^de more than once that governing boards wUo enjoy, receiving a 
single appropriation may want to recoj^isider . During periods of - 
enrollment growth and adequate fiscal support, the allocation of funds - 
among various components of the University presented relbtivSl\y f ew ' ■ " 
problems. However, the economic malaise in which this country 'now finds 
itself has sever.ely restricted financial support of many universities an;l 
enrollments are 'leveling off. Dividing up a "much smaller piece of pie', 
and each and every crumb to the hungry family" has become, in'many cases 
an exceedingly unpleasant task - which some say ^fay-fee better left to th£ 
legislature,.- Tliis opinion, of course, .reflects more upon the courage of 
those who .make decisions than the efficacy of aa appropriation^ process. 
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• ' ' ■ ": ■ '-SUMMARY AND- DISCUSSION ■ ■ * • 

:''The'operat[ng budget/ said one system execx)'tive, -is the 
single most^ important educational doeument in tfie university.' " 
.H&re, the academic goals of faculty, administrator's, and ' 
. . ■ students .eortfrpnt the- societal values ^ governors legislators 
, i.....a»d. taxpayers.,, m the .budgetary process'- Ldem^c go e^n^ 

recedes its^mosl 'severe ctiallerTee. '^2 . guverndnce 

Although, this re'poVt focuses, upon the appropriation process,'the above 
comment. expr=esses succinctly the' fundamental issue, ' The university is 
■ charged wit^-, providing high quality education and maintaining good 
stewardship of its fiscal resources'? The 1 egi si at i ve body , which 
represents .the will of the people, has .the responsibi 1 ity to 'see that 
• public funds are .e;l^ended consistent with public poltcy. 

• An examination of the experiences of other multicampus universities 
■suggests that whether or not an institution receives a singJe or several 
.appropriations for its operat ing' budget has little to do with any' other 
variables except the land gfant status of the institution along with the 
unipue political and economic hi story\pf- the state in wh.ich it resides. 
^Ascertaining the specif ic circumstances that affected the insti tutions ■ i 
other states is, of. course, wel 1 beyond' the scof)e of this study. It 
appears that the appropriation process is peculiar to each university . 
systemand, from the information gathered for. this report, there are, no 
consistent patterns that C3;y provide a model for the Un i vers i ty of ' 



A1 aska 
0 



The comments. from the fiscal officers of the several -states'and the 
literature do, however, provide a Compendium, of Opinions and viewpoints 
that provide a context for discussion. 



2 Ibid,, p. 247. 
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At the heart of the matter is the following question: W^at ' ' " 
;.Gon(]ition6.mustvexist to allow the University of ^Alaska .to "provide " 
education of the highest quality and use its resources in an efficient 
..and effective manner, while. at the same time,, al lowing the- ' * 
representatives of the people of Alaska t^he 'opportunt ty . to be cognizant' 
of th^ budgetary implications and to provide effectiye oversight? It iV 
to this question that the remainder of t,tiis section is addressed. 
: , • First, a fundamental requirement for-; infqrmed fnanagement decisions 
. and 'enlightened oversight i s 'tha't. the mTssi<3n and goals of each cSmpus as 
well as the university system should be del ineated with .some. degree of ' 
.Preci-sion. (It is- not recommended that the catalog Ji ss.i on ""statertient be 
used.) The development of meaningful mission and goal statements can ' • 
servp as an invaluable foundation for campus planning and budgeting, \ 
activity. A/clear understanding of the status of* the institution; is a 
■ prerequisUe for planned growth because it serves^as»a gu ide for the 
■multitudeof choices -that must ■ be .made to direct the .irlstitution into the 
future."^ - ' " 

■ Second, a well -developed mission^and goals statement can provide ihe 
^framework for gui defines or standards relating' to personnel, programs, 
■and equipment which should be establi^shed and made known to all parties - 
involved. An example, of such guidelines would be an establ ished and 
documented procedure for the .addition and deletion of academic proarams. 



for ir.^^Pn??^?r'^^'''R'"?/'r^.^- ^'-'ission^Revi ew: - Foundation 

jOLA^rategic Planmntj ^Boulder', Colorado: National C^Htif f or Higher 
education Management Systems, 1.981), p. 19. ^ 
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Because campus missions' irfay be- different, /ollows-.that the criteria ■ 
^- for academic programs- may be different, .Also, the ' de^lopment of . 
^^criteria for facujty atxi support . staff should reflect the 'goals.of elch, ' 
^par^Mf.u1ar.campu\ " Once' thi s i s VccompTi shed., decisions can be based 
upon judgments .consistent wi th sound management, pri nc i pi es and the * 
. . e'stabl ished educational standards of the institutions. 

; The point here, is that the more decisionmaking can be based upon 
objective management pri nc ipl es "and procedures known to all, the less 
need for intrusive oversight by external parties. Also, the criteria, 
established for the decisionmaking process help to assure that the 
allocation of .resources is fair -and equitable. 

Third, informed decisionmaking requires that all participants have as 
much informatton that ns germane to the issue as possible.' Since-'the ^ 
.Board of Regents, the Legislature, the Governor's Office and the' 
Commission on Postsecondary Educa.t ion 'are all party to the budgetary 
decisionmaKing or review process, All must have the same -information. A 
. far-from-exhaustive example of such, information includes a measurement of 
educational outcomes, for various student groups, student credit hour ' 
^(SCH) proauctjpn by discipline and^ campus, degrees .^warded by campus, 
■'i-number of full-time and part-time faculty related to various discip],ines, 
and". .unit cost nreasurements at' the- di-scipl ine. le,vel- " Without such basic 
.fnfor^matf^n, the -university has little basis for discussion and planning 
purposes. • .. ' ■ ■ - 
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' Fourth, tan tntegral part of -any effective management proces's is'a 
; systemat-TC -evaluation, process. ; Wi.thin this activity, annual performance 
audits which relate to the objgctiv.es provided in the budget subm.iss ion. 
(which should be similar to' the objectives' coatained\in-..the pi annirrg ^. 
^document) 5houfd,be impleme/ited". The audif^'shoald b-^the'Vesult-^bf a 
cooperative effort between the University, the Legislature, the ■ 
Governor's Office, and the Commiss-ion on Postsecondary Education. ' " 
Representative of- such performance audits could be academic progVam " 
review, investigation of f aci 1 ities 'ws^ge ov measurements ot student ' ■ • 
outcomes.. This procedure will help'to satisfy the desire' on the part of 
elected officials to havtTa better understanding of ■ the. dperat ions of the 
university system and allow those interested parties -to see how their- ' 
state fuads are being' u'tilized. - • . - 

A final ingre^dient necessary for the Successful implementation of a 
single appropriation for the "operating budget is. an annual financial 
post-audit, the-purpose of which is to' verify that'-fhe expenditure 
: pattern is cons istent with" the budget submiss'ion. ' Where discrepancies 
exist due to inevitable changes in circumstances, documentation 'should be 
•provided. The post-audit may be performed- by the Legislative Budget and' 



Audit Committee. 
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In sljmx";lfhe--^warding of a single appropriation to the* unjversltv 
requlj-es at >«&sffive conditions to.exis^t: ^) a clear mission and-goa? 

• .-' ■ V ■ ■■ /-. ' ■ - 

statement -fdr each campijs; 2) widelV 'accepted 'principles and^pVocedures 



^.fpr budgetatfy de<:isibns- .that are relaf^ively routine'-atrd essential to the 
ongoing. ent^pr4se (these ■.ihcl ude-"al loc'at i'o>i of staff, the -adciition and 
■•new programs, etc) ; 3)- an- accurate and. comprehensive rfata ,' 



'deletion af 



base #ich gr£ae^ the essential i nformation, f or informed 

•aecisltnmaking; 4) a rigorous perform'^ce audit mechanism'for the 

^analysis -of -expenditures; and 5) an. annual -financial post-audit. 

The presence of these conditions .is not, al ien te institutions which 

recei ve a single appropriation for their 'operating budget, The, 

University of II 1 inols, for instance,- has in place a pro.cess wfiicTi ^ 

addresses, all five of the.abo.ve criteria. The Un i vers i ty .of Colorado,' 

which just recently changed to a si.ngle appropri ation, has developed a 

comprehensive master, plan and is in the process of establishing a . 

rigorous, review process. '.Also, Rutgers, the state un'iversity of New 

Jersey, has a well-established budgetary process - that fulfills alT^ 

criteria to a high degree. The poiRt hereis that the five condition^ 

<^ ■ . ■ . \ ' 

f>resented are altogether" appropriate and contribute to the management 

process .at other publ ic institutions. • ' . * 

■ " ■■ . f ■ 
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RECOMMENDATIONS \ V 

^ . < : , ;.. ■■- ^ ,.; • ^ ^' •;■ 

arguments contained in -'the .1 iterature and proferred by ; 

legislative fiscal officers are persuasive for providing the Board of 

^ Regents with as much /lexibi 1 ity as possible to allow fo.r the effieient ^ 

and effective use of 1 imitecl^esources . On the other, hand, as a public 

institution, it is incumbent upon the University to instill public 

, ■ ' • . ' -. :■ 

V ■ ,-. ' ^' 

confidence that management decisions are based upon rational procedures 
that contribute to quality education -Jand good stewardship. This in.no 
way implies that ?the University, is not now exerc fs ing .such judgment, but"^ 
•emphasizes the fact that public institutions have an obligation to assure 
the citizenry that'-its decisionmaking processes are. of the highest 
order. / ^ - ^ ' . 

The five criteria described in the preceding section not only provide, 
that assurance, but are coijsistent with ^ound management principles. In 
recegit years, the Urfiversity has made substantial progress 1n the 
improvement of its management -practices . The developmehl a planning 
process-is. well un^rway; Vecently the financial accounting system was 
-judged by external->auditors to be ijn conformity wTth general ly acc-epted 
accounting principles; an 'accurate and comprehensive degree. inventory has 
been completed; and* efforts are being made to d^elop more detailed^ost 
data at the University centers. >These act4A(ities notwithstanding, 
satisfa^ction of the criteria as set forth has not yet been achieved. In" 
part icuUrr alon^ wvith other management information data, additional 
strategics need to be developed for gathering information concerning 
.Student characteristics and student achievement; a systematic procedure 
for the review of academic programs would contribute significantly to an 



understanding of the efforts of eachsampus; and a more precise 
art-iculatibn pi the missions of each unit of the university will help 
provide direction in the decade afiead. , •. , ■'" , 

The Commission, therefore, offers the followi^jig recommendation^: 

RE COMMENDATION 1 . THE UNIVERSITY ShWd CONTINUE TO IMPROVE ITS ■ ' ' 
MANAGEMENT PROCEDURES CONSISTENT WITH ThkflVE CRITERIA SET FORTH IN THIS 

DOCUMENT. ■ . * ' - - ' . , 

. . f ... ' . ,^ . ■■ s •■ " . ■.■ 

*' - . ■ . ■• . 

RE COMMENDATION 2 .. AT SUCH TIME AS THE UNIVERSITY SATISFIES THE 

JIANAGEMENT CRITERIA, THE LEGISLATURE SHOULD TAKE APPrWi ATE ACTION FOR 

-lAROING THE UNIVERSITY A SINGLE APPROPRIATION. THE DETERMINATION THAT ' 

Tik, UNIVERSITY HAS SATISFACTORILY MET THE CRITERIA SHOULD BE JOINTLY MADE 

. ■ ■ - ■ \ 

BY A COMI^ITT^ MADE UP OF MEMBERS OF THE BOARD OF REGENTS," THE » 

LEGISLATIVE BUDGET AND AUDIT COMMITTEE, AND THE COMMISSION ON 

POSTSECONDARY EDUCATION. " 

^ As stated earlier, allowing the Board of Regents inQreased : 
flexibility inthe management of their fiscal resources in 'tlie operating 
budget'-provides an incentive for. more effective management. Such • 
flexibility can be achieved by allowing a portion of funds to be 
transferred between campuses/appropriations. This flexibility between" 
campuses "at the margins" should represent a sub^antial improvement in 
the ability of the University to repond with dispatch to unanticipated 
needs ^nd the real location^ of resources. Therefore, the Commission 
recommends the following: . ' 
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REC0MMENDATI0N_3. BCGINNING FY 19a4, THE LEGISLATURE SHOULD MAKE 
PROVISION FOR THE. UNIVERSITY TO TRAMSFER UP TO FIVE PERCENT ^OF ANY GIVEN 
APPROPRIATION WITHOUT PRIOR' APPROVAL BY. THE.'gOVERNOR AND THE LEGISLATf^^E 
BUDGET AND AUDlT COMM-ITTEE.. THIS WOULD REQUIRE EITHER NEW LEGISLATIfi^N OR 
AMENDING As 37,07.080 ,(e). 
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